Michigan Deptariment of Treasury

496 (2-0d)

Auditing Procedures Report

Issued under PA. 2 of 1968, as amended.

Local Government Typa Local Governmenl Name Counly
[(Jdcity [1Township [v]vilage [Jowmer | Village of Alanson Emmet
Audit Dale Crnion Cale Data Accountant Report Submitted to Siate

2/28/06 7121/06 10/27/06

We have audited the financial statements of this local unit of govemmant and rendered an opinion on financia! statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

We affirm that:

1. We have complied with the Bullelin for the Audits of Local Units of Governmaent in Michigan as revised.

2. We are cenlified public accountants registerad to practice in Michigan,

We further affirm the following. "Yes" responses have been disc¢losed in the financial statements, including the notes, or in the report of
comments and recommendalions

You must check the applicable box for each item below.

DYes Ne 1. Certain component units/funds/agencies of the local unit are excluded from the financial staternents.

D Yes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

L__]Yes No 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

[]ves No 4. The lecal unit has viclated the conditions of either an order 1ssued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

D Yes No 5. The local unit holds deposits/investments which do not comply with stalutary requirements, (P.A. 20 of 1943,
as amended [MCL 129.81), or P.A. 55 of 1982, as amended [MCL 3B8.1132]).

D Yes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit has violated the Constitulional requiremeani {Anicle 9, Section 24) to fund current year earned

DYes No 7. pension benefits {normal costs) in the current year. If the plan is more than 100% funded and the overfunding
credits are more than the normal cost requirement, na contributions are due (paid during the year).

DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1985
(MCL 129.241),

D Yes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1597 (MCL 128.95).
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& Hill < Schroderus & Co., LLP

., ) Certified Public Accountants & Consultants

July 21, 2006

Independent Auditors' Report

Yillage President and Council
Villoge of Alansen, Michigan

We have audited ihe accompanying financial statements of the govemmental aclivities, the
business-type activity and each maojor fund of the Village of Alonson, Michigan, as of and for the
year ended February 28, 2006, which coilectively comprise the Village's basic financial staterments as
listed in the table of contents. These financial statements are the responsibility of the Vilage's

management. Cur responsibility is 10 exprass opinions o these financial statements based on owr
audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
auditing standards generally acceptedin the United States of America. Those standards require that
we plan and perform the audit 1o obiain reasonable assurance aboul wheiher the financial
statements are free of material misstatement. An auditincludes examining, on o fest basis, evidence
supporting the amounts and disclosures in the financial siotements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well s
evaluating the overall financiol statement presentafion. We believe that our audit provides o
reasoncble basis for cur opinicn.

Wwe were not engaged os audifors of the Village until the end of the fiscal yeaor, and our
engagement did not include the performance of procedures necessary to enable us 1o satisfy
ourselves ¢s to the account balances as of March 1, 2005.

In our opinion, except for the effects of such adjustments, if any, os might have been defermined to
be necessary had we performed procedures on the March 1, 2005 account balances as explained
above, the financiol staiemenis referred 10 above present fairly, in oll material respects. the
respective financial position of the governmenial aciivilies, the business-type activity, and each
major fund of the Village of Alanson, as of Felbruary 28, 2004, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with
accouniing principles genercaliy occepted in the Unifed States of America.

The Village has implemented a new financial reporting model, os required by the provisions of GASE

Stotement No. 34, Basic Financial Sfatements — and Management's Discussion and Analysis - for
State and Local Governments, as of March 1, 2005.

1
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The management’s discussion and analysis and budgetary comparison information, aslisted in the
fable of contents, are not a required part of the basic financial statemenis but are supplementary
information required by accounting princioles generally accepted in the United States of America.
We hove applied certain limited procedures, which consisted principally of inquires of management
regarding the methods of measurement and presentaiion of the required supplementory
information. However, we did not audit the information and express no opinion on it.

MRS Sereedinues & O,

CERTIFIED PUBLIC ACCOUNTANTS
Peloskey, Michigan



Village of Alanson
P. 0. Box q25

Alanson, MI 49706
Phone/Fax 231-548-5431

Management's Discussion and Analysis

Overview of the Basic Financial Stafements

The Village of Alanson's basic financial statements include government-wide stofements,
fund financial statements and notes to the financial siaiements. The financial report also
cenlains required suppiemental informafion in addition to the basic financial statements.
Becaouse this is the first year of implementation of GASB Statement No. 34, prior vear
numbers are not presented wiihin the Manogement's Discussion ond Analysis. A

comparative analysis will be provided in future veors when prior year information is
avaitable.

Government-wide financial Statements

The government-wide financial statements report information on all of the Village's non-
fiduciary funds. The governmeni-wide staiements are designad to provide readers with
o brood overview of the Vilage's finances, in o manner similar 1o a private-sector
business.

The Statement of Net Assets displays all of the Village's assets and liabilities. with the
cifference reporied as net assefs. All long-term assets and debl obligasions are
presenfed.

The Siclement of Activities focuses on the gross and net cost of the various functions
within the Village {general government, public sofety, public works, efc.), which are
supporied by the Vilage's general revenues {property taxes, stote shared revenues,
etc.).

Fund Financia! Statements

The fund financial sialements report on the governmental funds ond proprietary fund,
with an emphasis on major funds. Major funds are determined by the level of activity
within the various funds.

The focus of the governmenial fund fingncial statements is on the sources and uses of
funds during the cument year.

The proprietary fund financial statements present information as it would appear for o
private-sector business.

The Vilage of Alanson maintains 3 individual governmental funds. Information is
presenied separately in the governmential fund balance sheet and the governmential
fund statement of revenues, expenditures and changes in tund boiances for these funds,
which ore oll considered major tunds.



The Vilage maintains one proprietary fund, the Sewer Fund. This fund is similar to & for-
profit business, as it chorges a fee for ifs service. lfs informatiion is presented in the
proprietary fund statement of net assels, the stotement of revenues, expenses and
changes in fund net assets, and the sictement of cash flows.

Notes to the Financial Stafements

The notes provide additional information which is esseniial to a fult understanding of the
dato provided in the government-wide and fund financial statements.

Government-wide Financial Analysis
The table below summarizes the Village's net assets as of February 28 2006:
Village of Alanson
Statement of Net Assets

February 28, 2004

Governmentol  Business-Type

Activities Activity Total
Assets
Current and other assets $ 191,000 $ 190,822 $ 381,822
Non-curent assets - 4,403 4,403
Capital assets - net of accum. dep. 269,567 - 269,567
Totol assets $  4480.567 $ 195225 3 655792
Liabiliies
Currenrt ligblities % 4,701 % 9,453 $ 14154
Deferred revenue 7.581 - 7.581
Total liabilities 12,282 9,453 21,735
Net Assets
Investment in capital assets
net of relaied debt 269,567 - 269,567
Restricted - 185,772 185,772
Unrestricied 178,718 - 178718
Tolal net assets 448,285 185,772 634,057
Total liabiliiies ang net asseis $ 460,587 $ 195225 $ 485,792

At the end of the fiscal vear, Village of Alanson is able to repori positive baiances in all
categories of net assets. The first poriion of the Vilage's net assets is ifs investment in
capital assets {iond, buildings/buiiding improvemenis, and equipment); less any reiated
debt used to acquire those assels that is still outsionding. The Villoge uses these capital
gssels in providing services;, consequently, these assets are not available for future
spending.

The restricied net assets represent amounts limited for spending on maintenance and
debt service of the sewer system,
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The remalning portion of net assels — unrestricted nei assets —may be used at the
Village's discretion to meet ongoing obligations.

The results tor the Villoge as o whole are reported in the Staoterment of Activities, which is
summarized below:

Village of Alanson
Statement of Activities
Year Ended February 28, 2006

Govermnmeantal Business-Tyoe

Activitles Achvity Total
Revenue
Program revenue:
Charges for services $ 435 3 180262 $ 160,717
Operaiting grants and contributions 65,253 - 65,253
Ceneral revenue;
Property taxes 139,655 - 139,655
State shared revenues 49,388 - 69,388
interest and rentals 24,071 6,746 30.817
Miscellaneous 4,860 - 4,860
Totol revenues 303,682 167.008 470,690
Function/Program Expenses
General govermment 101,262 - 101,262
Public sofety 10,021 - 10,021
Public works 181,481 178,654 360,135
Recreation and culturai 4,024 - 4,024
Depreciation [unaliocated) 41,092 - 41,092
Tolch expenses 337,880 178,654 516,534
Change in net assets {34,198} {11,646 {45,844)
Net assets - beginning of year 482,483 197,418 679.201
Net assefs - end of year 3 448285 $ 185,772 $ 634,057

As reported above, the Village recorded $516,534 of expenses. The Vilage's
governmental oclivities were funded primarily with property tox revenues, state shared
revenuegs and stote granis.

The Villoge experienced an overall decrease in net assets of $45,844.

The Village's Funds

The analysis of the Village's major governmental funds begins on page 5. As of year end,

the Vilage governmental funds reported o combined fund balance of approximately
$142.804 which is $2,718 less than the beginning of the year.

1



The analysis of fhe Village's major business-type activity fund begins on page 9. As of
year end, the Vilage's enterprise fund reporied a net asset balance of $195,225 which is
311,646 1es5 than the beginning of the year.

General Fund Budgetary Highiights

The increqase from the original budgeted revenues ond expenditures {0 the final
budgeted revenues and expenditures was due to a misclassification, which had neo
significant effect on the aniicipated change in fund balance.

Final actual revenues and expendifures were less than final budgeted amounts for the
same reason as stoted above, with no significant variance in the anticipated change in
fund balance,

Major and Local Street Fund Budgetary Highlights

Final budgeted revenues and expenditlures were slighily chonged from  originat
budgeted amounis.  Final aclual revenues and expenditures were consistent wiih
budgeted amounts.,

Capital Assets and Debt Administration

At February 28, 20046 the Village had $249.567 invested in capital assels. The following
table summarizes the capital asset activity for the vear:

Village of Alanson
Yeor Ended February 28, 2006

march! 2005 Additions Cisposals February 28,2004

Land 3 11,873 g 1 k) - 3 11.874
Bulldings and improvements 60,000 - - 40,000
Equipment 209,271 - - 209.271
Infrasturcture 427,540 - - 627,540
Total capital assets 08,484 1 - 708,485
Less accum. depreciation (598,026) (41,092 - (439,118
Net capital assets $ 310,658 $ (41091} % - 3 269,547

Financial Contact

The Village's financial statements are designed to present users with a general overview
of the Village's finonces. Questions concerning any of the information provided in this
report or requests for additional financial information should be directed lowards the
Vilkage Treqsurer, Villoge of Alanson.



VILLAGE OF ALANSON
Statement of Net Assets
February 28, 2006

Assets

Current Assels
Cash
tnvestrments
Due from other governmental units
Receivables, net

Total current asseis
Noncurrent Assets
HSASDA working capital advance
Land
Depreciable assets
Less: accumulaled depreciation
Total nencurrent asseds

Total assets

Liabilities and Net Assetfs

Current Liabiltties
Accounts payable
Due to oiher governmenial units
Accrued expenditures
Defered revenue

Jotal current liabitifies

Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total fabilifies and net assets

See accompanying notes to tne basic financiol statements

Governmental  Business-Type
Aciivilies Activity Total

\) 73.475 $ 30,502 103,977
58,934 116,858 175,792
58,591 - 58.591

- 43,442 43,462

121,000 190,822 381,822

- 4,403 4,403

11,874 - 11,874
896,811 - 896,811
(639,118) - {639,118)
249,567 4,403 273,970

h) 460,567 $ 195,225 655,792
$ 3,919 $ - 3,919
- 9,453 9,453

782 - 782

7.581 - 7.581

12,282 9,453 21,735
269,567 - 249,567

- 185,772 185,772

178,718 - 178,718
448,285 185.772 £634,057

3 460,567 3 195,225 655,792
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VILLAGE OF ALANSON
Balance Sheet
Governmental Funds
February 28, 2006

Total
tMaior Local Governmental
Asseis General Strest Street Funds
Cash $ 60.497 $ 1,554 $ 11,424 % 73,475
investments 58,934 - - 58,934
Due from other governmenial units 11.683 7.261 3.735 22,679
Total assets $ 131114 $ 8.815 $ 15,159 % 155,088
Liablliies and Fund Balances
Liabilities
Accounts payable $ 2,671 $ 1,248 3 - $ 3919
Accrued expenditures ' 782 - - 782
Deterred revenuve 7,581 - - 7.581
Total iakilities 11,034 1,248 - 12,282
Fund bolances
Unreserved 120.080 7.567 15,159 142,804
Totdl tund batances 120,080 7.567 15.159 142,804
Told! ligbilities and fund balances $ 131,114 $ 8815 3 15,159 % 155,088

See occompanying notes to the basic finoncial statements, 3



VILLAGE OF ALANSON
Reconciliofion of the Governmental Funds Balance Sheet {o the
Statement of Net Assets
February 28, 2004

Total Fund Balance - Governmental Funds 3 142,806

Amounts reported for governmental activities in the staiement of net assets
are different because:

Revenue is recorded in the governmental funds when it is
measurable and avallable. In governmenial aclivities, revenue and
on account receivable are recorded when revenue is earned. 35912

Govermnmeniol funds report capital outlays as expenditures. However,
in the staiement of net assets, these assels are capitalized and depreciated
over their estimated useful lives.

Governmental copitol assets 908,485
Accumuloted depreciation (639,118}
Net Assels of Governmenial Activities $ 448,285

See accompanying noles 1o the basic financial stotements, &



VILLAGE OF ALANSCN
Statement of Revenues, Expenditures, and Changes in fund Balances
Governmental funds
For the Year Ended February 28, 2004

Total
Maijor Locai Govemnmenial
General Street Street Funds
Revenues
Taxes 3 130,044 $ - $ - $ 130,044
State revenues 69,388 41,983 20,698 132,049
Charges for services 455 - - 455
Interest and rentols 23,999 27 45 24,071
Other 7.452 - - 7,452
Totat revenuess 231,338 41,990 20,743 294,071
Expenditures
Current:
General government 101,262 - - 101,262
Public saiely 10,021 - - 10,021
Public works 122,095 41812 17,574 181,481
Recreation and cultural 4,025 - - 4,025
Total expendituras 237,403 41.812 17.574 296,789
Net change in fund balances {6,065) 178 3,169 {2.718)
Fund batances - beginning of year 126,143 7.38% 11,990 145,524
fund kalances - end of year $ 120,080 $ 7.567 $ 15,159 3 142,806

See accompanying notes to the basic financial stalements. 7



VILLAGE OF ALANSON
Reconcifiation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds jo the
Statement of Activities
forthe Year Ended February 28, 2006

Net Change in Fund Balances - Total Governmentai fFunds % (2,718}

Amounts reporied for governmenial aclivities in the sfatement of actlivifies
cre different becouse:

Revenue is recorded in the govermnmenial funds when it is
measurable and available.  In governmental activities, revenue and
an account receivable are recorded whan revenue is earmed. 9,611

Governmenial funds repori capital outiays as expendilures. However,
in the siatement of activities, the cost of these assets is allocated over
their estimaied useful lives as depraciation.

Capital ouflay - lond ]
Current year depreciation {41,092)

Change in Net Assets of Governmenial Activities 3 [34,198)

See accompanying notes 10 the basic finoncial stalements. 8



VILLAGE OF ALANSON
Stalement of Net Assets
Proprietary Fund
February 28, 2006

Business-Type

Activity
Enterprise Fund
Sewer
System
Assets
Current Asseis -
Cash $ 30,502
Investrents 114,858
Receivables, net 43,462
Total current assets 190,822
Noncurrent Assets
H3ASDA working copital advance 4,403
Total assets 3 195,225
Liabilities and Net Assets
Current Liabilities
Due to other gov't units 3 9 453
Net Assets
Restricied 185,772
Total liabilities ond net assets % 195,225

Sge accompanying noles 1o the baske financial sigtements, g



VILLAGE OF ALANSON
Statement of Revenves, Expenses, and Changes in Fund Net Assets
Proprietary Fund
For the Year Ended February 28, 2006

Business-Type

Activity
Enterprise Fund
Sewer
Sysiem
Cperating revenues
Charges for services ) 160,262
Operafing expenses
Personal services 5,090
Contractual services 172,735
Other supplies ond expanses 82%
Total cperaling expenses 178,654
Operating income (loss) (18,392}
Nonoperafing revenues
Interes 6,746
Change in net assets {11,646)
Total net assets - beginning 197,418
Toldl net assefs - ending 3 185,772

See accompanying notes fo the basic firancial siatements. 10



VILLAGE OF ALANSON
Statement of Cash Flows
Proprietary Fund
For the Year Ended February 28, 2006

Cash flows trom operating activities
Receipts from customers
Payments to suppliers
Cash payments to employees for services

Net cash provided {used)
by operaiing aclivities

Cash tiows from non-capital financing acfivities
Cash received from long-term advance

Cash flows from investing activities
interest received

Net increase [decrease) in cash
Cash, beginning

Cash, ending

Reconciligtion of operafing income to
net cash provided (used) by operating activities:
Operating income {loss)

Adiustments to reconcile operating income 1o
nel cash provided by operating activities:
lincrease) decrease in accounis receivable
Increqse (decrease} in accounts payable

Net cash provided {used) by
operaiing activifies

See accompanying noles 1o the basic financia siagiements.

Business-Type
Activity
Enterprise Fund
Sewer
System

$ 157,402
(172,841}
15,090}

{20,529)

5,598

749

(14,182}

44,684

3 30.502

$ (18,352

(2.860)
723

$ {2Q,529)




NOTE 1.

VILLAGE OF ALANSON
NOTES TO FINANCIAL STATEMENTS
February 28, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village operates under a Council-President form of government and providss the
following services as authorized by its charter: public safety (iire), highways and sireets,
sanitation, public improvemenis, planning and zoning, cullure - recreation, and
general administrafive services,

The Viloge's financial statements are prepared in accordance with generally
accepted accounting principles {GAAP). The Governmental Accounting Standards
Board (GASB) Is the standard-sefting body for governmental accounting ond financial
reporting. The Village's reporfing entity opplies alt relevant Governmental Accounting
Standards Board {GASB] pronouncemenis. Proprietary funds apply Financial
Accounting Standards Board {FASB] pronouncements and Accounting Principles Board
[APB) opinicns issued on or before November 30, 1989, unless those pronouncements
confiict with or contradict GASB pronouncements, in which case, GASR prevails.
Pronocuncements of the FASB issued after November 30, 198% are not applied in the
preparaiion of the financial stafements of the proprietary funds in accordance with
GASBE Statement No. 20. The foliowing is a surnmary of the significant policies used by
the Village of Alanson.

REPORIING ENTITY

The accompanying financial siatements have besn prepared in occordance with
criteria estobiished by GASB No. 14, and amended by GASBS No. 39. GASBS 14 states
that the primary basis for determining whether outside agencies and organizafions
should be considered component unils of the Villoge and included in the Villoge's
financial statements is finoncial accountability. Financial accountability has been
defined as follows: A primary government has subsfantive authority to appoint a voting
majority of the component unit's board; the primary government is either able to
impose its will on ¢ component unit or there is o potential for the component unit to
provide specific finoncial burdens on the primary government: and the component unit
is fiscally dependent on the primary government. The Village has no component unifs.

BASIC FINANCIAL STATEMENTS ~ OVERVIEW

The Village's basic financial statements include both government-wide (reporiing the
Village os a whole] and fund financial statements reporting the Village's major funds}.
Both the government-wide ond the fund financial statemenis categorize primory
government aclivities as either governmenial or business-type. Governmenial activities,
which normaolly are supporied by taxes and infergovernmental revenues, are reporied
separately from business-type activities, which rely 1o a significant extent on fees and
charges for suppori

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The government-wide finoncial statements report information on all of the nonfiduciary
actlivities of the primary government. As o general rule the effect of interfund activity.
such as overheod costs, has been eliminated from these statements. The government-
wide focus is more on operational efficiency. the sustainability of the Villoge as an
enitty and the change in the Villoge's net assets resulting from the current years
acfivities.

12



NOTE I

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS - CONTINUED

In the government-wide Stotement of Net Assets, both the governmenial and business-
type aclivily are presented on o consolidated basis. Due to the full accrual, economic
resource baosis, oll long-term assets and receivables, as well as leng-term debi and
obligafions are recognized. The Village's net assets are reported in three pars -
invested in copital assets, net of related debt;restricted net assets; and unresiricied net
assefs. The Village first uiilizes restricted resources o finance qualifying octivities.

The government-wide Statement of Activilies demonsirates the degree o which the
direct expenses of a given function or segment are offsei by program revenues. This
statement reduces gross expenses (including depreciation) by related program
revenues, which include charges for services, operating gronts and capital grants.

The program revenves must be directly associated with the function or segment.
Program revenues include: (1) charges o cusiomers or applicants who purchase, use,
or direcily benefit from goods, services, or privileges provided by @ given funciion or
segment; and {2) grants and contributions that are restricted fo meefing the
operational or capital requirements of a parficular funclion or segment, Taxes and
other items not properly included among program revenues are reported as general
revenue.

BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial fransactions of the Village are reporied in individual funds in the fund
financial siatements. Each fund is accounted for by providing a separate set of self-
balancing accounts that comprise its assets, liakilifies, fund balonces, revenues and
expenditures/expenses. The focus of the fund finoncial statements s upon the
determination of financial position and changes in finoncial position {sources, uses, and
bolances of financial resources).

Government resources are allocated to and accounted for in individual funds based
upon the purposes for which they are to be spent and the means by which sppending
aclivilies are coniroiled. The emphasis in the fund financiat statemenits is on the major
fundsin the governmental or business-type cotegaories. GASBS No. 34 sets forth minimum
criteria {percentage of the assets, liabliities, revenues or expenditures/expenses of the
govemmenial and proprietary funds) for the determination of major funds.

Governmental Funds

The following is @ descripfion of the major governmental funds of the Village:

General Fund - The General Fund is the generai operating fund of the Vilage. s used
io account for alt financial resources excepi those required to be accounted for in
ancther fund.

Major and Local Sireet Funds - The Streei Funds account for the operation of the street
departments. Primary financing is provided by the Village's share of siate gasoline taxes.
State law requires these gasoline taxes fo be used 1o maointain streets.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BASIC FINANCIAL STATEMENTS ~ FUND FINANCIAL STATEMENTS — CONTINUED

Propriefary Funds

The tocus of the propretary funds is upon the determination of operating income,
changes in fund net assets, finoncial position, and cast flows, which is similor to for-profit
businesses. The following is @ description of ihe major proprietary fund of the Village:

Sewer Fund - The Sewer Fund is an Enterprise Fund. This fund is financed and operated
in o manner similar 1o private entemprise. The intentis that costs [expenses) of providing
sewer service to the general public are recovered through user charges.

Propriefary funds distinguish operaling revenues and expenses from nonoperafing
items. Cperating revenues and expenses generally result from providing services and
producing and delivering goods in conneclion with a proprietary fund's principal
ongeing operation. The principal operaiing revenues of the Village's proprietary fund
are charges to cusiomers for sales and services. Operating expenses for this fund
include the cost of sales and services, and olso administrative expenses. Allrevenues
and expenses not meeting this definition are reported os nonoperating revenues and
expenseas.

BASIS OF ACCOUNTING

Basis of accouniing refers 1o the pont at which revenues and expenditures/expenses
are recognized in the accounts and reported in the financial siatements. Basis of
accounting relates fo the timing of the measwements made, regordless of the
measurement focus applied.

The govemment-wide siaiemenis are reported using the economic resources
measurement focus and the full accrual basis of accounting. which incorporatesiong-
term assels and receivables as well as long-term debt aond obligations. Revenue is
recorded when eamed and expenses are recorded when o liability is incurred,
regardiess of the timing of related cash flows. Property 1axes are recognized as revenue
in the year for which they are levied. Granis and similar items are recognized s
revenue as soon as oll eligibility reguirements imposed by the provider have been met,
Expenditures generally are recorded when o liability is incurred.

Al proprietary funds and agency funds ore accounted for using the full accruci basis of
occounting. Their revenues are recognized when they are eamed and their expenses
ore recognized when they are incurred.

Governmental fund financial statements are reported using the current financiol
resources measurement focus and the modified accrual basis of accounting. Revenues
are recorded in the accounting period in which they are eamed. as long as they are
both ovailabie and measurable. Revenues ore availeble when received within the
current period or within 60 days after year-end. Expenditures are recorded in the
occounting period in which the liability is incurred, as under full acerual accounting.
However, debl service expenditures are recorded only when payment is due.



NOTE I

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Equivaients

Cash and cash equivalenis are considered to be cash on hand and demand depaosits.

interffund Receivables/Payables

Outstanding balances between funds are reported as "due toffrom oiher funds” on the
bolance sheet of the fund finoncial statements ond as "internal balances” on the
Statement of Net Assets of the government-wide financial sictements.

Capital Assets

Capilal ossets, which include property, buildings, leasehold improvements, infrastruciure
assets {e.g., roads, bridges and similar items) and eguipment are reporied in the
applicable governmental or business-type octivities column in the government-wide
financial siatements. Capifal assets are recorded by the Vilage when they have an
estimated useful! life in excess of 2 years, and individual costs are equal to or greater
thon:

Land 3 1
Buildings 25,000
Infrastruciure 50,000
All other asset types 3,000

Captial assets are recorded ai historical cost or estimated historical cost if purchased or
construcied. Donated copital assets are recorded af estimated fair market volue ot the
date of donation.

Property, buildings and equipment are depreciated using the straight-lineg mefhod over
the following useful lives:

Buildings 40 ic 60 years
Bulding Improvements 15 to 30 years
Streets, Curbs and Gutiers 10 to 30 years
Eguipmeni 3to7 years
Office Eguipment S5t 7 veors

Long-Term Cblioglions

In the government-wide finoncial statemends and the proprietary fund financial
statements long-term debt and other long-term obligaiions are repored s liobiifies.

in the fund financial statements, governmental fund types recognize the foce amount
of debtissued s other finoncing sources.

rund Equity

In the fund financial stotements, governmental funds report reservalions of fund
balance for amounts that are nol availabie tor appropriation or are legally restricted by
outside parties for o specific purpose. Designotions of iund balance represent teniafive
maonogement Dians inot are subject o change.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

COMPARATIVE DATA

Comparative data for the prior year is not included in the Villege's finoncial statements.

ACCOUNTING CHANGE

In June 1999, the Governmental Accounting Standards Board {GASB} unanimousty
opproved Statement No. 34, Basic Ffinancial Statements ~ and Management's
Discussion and Analysis —for State and Local Governments, Effective March 1, 2005, the
Vilage implemented the provisions of GASB No. 34, Changes to the Village's financiol
statemenis as a result of GASB No. 34 are as follows:

A Managerment's Discussion and Analysis (MD&A] section providing
analysis of the Village's averall financial position and resulls of operations.

«  Govemnment-wide financial statements {Statement of Net Assets and

Statement of Activities) prepared using full accrual accounting for all of
the Village's aclivities,

* A change in the fund financial statements with o focus on major funds.

+« Capital assetsin the governmenial aclivities column of the Statement of
Net Assels include assets which were previously reporied in the Generdl
Fixed Asset Account Group.

NOTE 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgels are adopted on o baosis consistent with generglly accepted
accouniing principles for all Governmental funds of the Village. Budgetary control is
legally maintgined at the fund level.

The Village follows these pracedures in establishing the budgetary dato refieciedin the
financial siatements:

l. Prior to March 1, the President submifs to the Villoge Council a proposed
operating budget for the fiscal year commencing March 1. The operating
budgetl includes proposed expenditures/expenses and the means of
financing them.

2. A public hearing is conducied ot Vilage Holl fo obtain taxpayer
comments.
3. Prior to March 1, the fund budgeis are iegaily enacted thiough passage of

an appropriation act.

4, The budget is adopted at the fund level consisient with generally
accepted accouniing principles. Budgeled amounts are as onginally
adopied. or as amended by the Vilage Council dunng the year, and
lapse at year-end.

The Village did nol have an excess of expenditures over appropriations for any of iis
Governmental Funds.



NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

CASH AND INVESTMENTS

Michigan Compiled Lows, Section 129.% 1, aufhorizes the Village to make deposits and
invest in the accounts of federally insured banks, credit unions, gnd savings and loan
associations, which have an office in Michigan. The Village is allowed to investin bonds,
securifies and other direct obligations of the United Slaies or any agency or
insfrumentaiity of the United Stales; United States government or federal agency
obligations; repurchase agreemenis: bankers' acceptance of United States banks;
commercial paper raied within the two highest ciassifications which maiure not more
thon 270 days after the date of purchase; obiigations of the Staie of Michigan or its
polificol subdivisions which are rated as investment grade: and mutual funds composed
of investment vehicles which are legal for direct invesiment by local unifs of
government in Michigan.

The Vilage's deposits and investment policy ore in accordance with statutory authority,

CASH DEPQSITS

AlFebruary 28, 2006. the carrying amount of the Village's deposits was $103.977 and the
bank balonce was $108,888.

Invesiments consist of Certificates of Deposit with a carmying amount of $175,722 ot
February 28, 2004, These are considered deposits for cusiodial credilt rnisk.

Federal Depcsitory Insurance - Of the above balance in cash and investments,
$267.164 was covered by federal depository insurance. The remaining amount was
uninsured and uncolloteralized. The Village moy experience significant fluctuations in
deposit balgnces throughout the year due o varying property tax colleciions and other
aciiviy.

PROPERTY TAXES

Property taxes attach as an enforceable lien on property as of Jonuary 1. The Village
bills and coliects iis own property faxes from July through September, Property tax
revenues are recognized when coliacted.

The Village s permitied by statute to levy iaxes subject to State Heodiee and Truth-in-
Taxation Provisions up 1o $12.50 per $1.000 of iaxable valyation for generql
governmeniol services other than payment of principal and interesi onlong-term debt
and in uniimited amounts for the payment of principal and inierest on long-term dei,
The Village is also permitied by stotule 10 levy taxes up 1o $5 per $1,000 of taxable
valuahon for streef improvemenis. The 2005 iaxable vaiuation of the Vitage of Alanson
totaled $16,543,106.

The tox rate for the yeor ended February 28, 2006, 15 as foliows:

Purpose Raie/Taxobie Vaiuation
General government 4.9199 per $1.000
Street improvements 3.3497 per $1.000



NOTE &:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

CAPITAL ASSETS

Capital asset activity of the Vilkage's primary govemment for the current year was as

follows:

Govemmental Achvitles

Copital gssets not
being depreciated:
Land

Subtoigl

Coaopital ossets
being deprecioted:
Buildings
Equioment
Infrastruciure

Subtotal

Less accumulated depreciafion:

Buildings
Eguipment
Infrastructure

Subtetal

Net capital assets
being depreciaied

Governmental acitivites net
capital assets

Deprecialion expense was chorged 1o the primary government as follows:

Governmental Acfivities

Unallocated

Balance Bolance
Mareh 1, 2005 Additions Delefions February 28, 2006
$ 11,873 % LIS - $ 11.874

11,873 ] - 11.874
40,000 - 40,000
209,271 - - 209,271
627 .540 - - 627,540
894,811 B96.811
(24,000 {1,200 - {25.200)
(100,87 1] [2.015) - [109.884)
[473,155) {30.677) - [504.032)
{598,026) [41,072) - [639.118]
298,785 (41,092 - 257,693
3 310,458 {41001 3§ - $ 269,547
) 41,092




NOTE &:

NOTE 7:

NOTE &8:

NOTE ¢:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

LONG-TERM ADVANCE

ln 1996, the Village of Alanson, olong with Little Traverse Township and Liftlefield
Township, advanced moneys to the Harbor Springs Area Sewage Disposai Authordfy for
capital improvements. The advance is to be paid back to the paricipating
governmenial units over a perod of 10 vears. The balance of the receivable for the
Village of Alonson at February 28, 2006 is $4,403.

DEFERRED REVENUE

Deferred revenue in the government-wide and the fund financial statements consists of
categerical and grant monies received buf not yet eamed ot year-end. Deferred
revenues for the year ended February 28, 2006 are comprised of the following:

Grant Unearmed Unavailable
Metro Act $ 3,005 -
Casino Graont 3,500 -
Ployground Grant 1,076 -

3 7,581 b -

RISK MANAGEMENT

The Viliage is exposed to various risks of {oss retated to torts, theft of, domage to and
destruction of assets; errors and omissions; injuries to employees and natural disasters,

The Village belongs to the Michigan Towniship Paricipating Plan, a public entity rsk poo!
currently operating as a common risk management and insurance program for various
municipalities throughout the stote. The Township pays on annual premium for ifs
general insuronce coverage. The pool is self-sustaining through member premiums
and reinsures through commercial companies for 100% of its claims.

The Village conlinues to comy commercial insurance for all other risks of loss, inciuding
worker's compensation. Setfled claims resulting from these risks have not exceeded
commercicl insurance coverage in any of the past three fiscol yeaors.

COMMITMENTS

Sewer Fund - The Village is o padicipant in a joint sewage disposal system adminisiered
by the Harlbor Springs Area Sewage Disposal Authority and is commitied fo share in @
portion of all costs, including principal and interest on long-term debi. The Village's
poriion of long-term debt consists of the foliowing bond issue:

1988 refunding bonds were refinaonced in 2004 with
the amount due in annual instaliments of 522,601
through January 1, 2009 plus inferest at 3.125% 10 3.75%. 67,805



NOTES TC FINANCIAL STATEMENTS — CONTINUED
NOTE 9: COMMITMENTS — CONTINUED

Sewer Fund - Continued

The annual requirements to amorize the balance outstanding including interest
payments of 34,831 are as follows:

Year Ending Armnount
2007 3 24,944
2008 24,240
2009 23,450

¥ 72.63¢

tn January, 2002, the Village of Alanson, along with the Harbor Springs Area Sewage
Disposal autherity, the City of Harbor Sprngs, tittlefield Township ond Litlle Traverse
Township agreed fo construct a new wastewaler freatment facility ond close the
Authority’s existing system. Bonds in the amount of $7,000,000 were issued 1o pay for the
consiruction.

The annual reguirements to amortize ihe Township's portion of these debts, including
interest ot 2.50%, as of February 28, 20046 are os foliows:

Year Ending Amount
2007 % 37,039
2008 37,487
2009 37,377
2010 37.254
201 37.118

2012-2016 186,534
2017-202) 186,080
Thereafier 111,931

3 670,840

NOTE 10:  RESTRICTED NET ASSETS

The Sewer Fund's net assets are resiricted for maintenance and debt service of the
Vilage's sewer operation.
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NOTE 11!

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED

ADDITIONAL INFORMATION

The Vilage has established a Downtown Development Authority = The Downtown
Development Authority, which was established pursuant io the provisions of Public Act
197 of 1975, as amended, is governed 2y a nine person board. The purpose of the
Auihority is fo prevent the deteriorafion and promote economic growth within a
specified business district. The Authority will be funded by a specified annual property
fax capture of a portion of all unils' levies, which may only be used for activifies within
the tax increment finance district. The Downtown Developmeni Authority will be
presented in future vears as a discreiely presented component unit.
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VILLAGE OF ALANSON
Budgetary Comparison Schedule
General Fund
Forthe Year Ended February 28, 2006

Budgeted Amounts Variance with
Actual Final Budget
Original Finat Amounts Over/{Under)
Beginning budgetary fund balance $ 113,534 3 113,534 % 126,145 3 12,611
Resources (inflows):
Taxes 131,300 134,885 130,044 (4.841)
State revenues 70.010 73.32i 69,388 {3.933)
Charges tor services 1,250 455 455 -
Interest and rentais 19,200 25,946 23,999 {1.947)
Other 2,875 35,176 7.452 (27,724)
Amounts availobie for approprations 338,169 383317 357,483 {25.834)
Charges to appropriations {oufflows);
General government:
Council 8,780 6,652 6,652 -
Otner wages 1,000 4,203 1,147 {3.056)
Equipment purchases 6,000 - - -
Clections ) - - -
Professiongt services 7,250 8.59¢9 8,599 -
Village promotion 3.000 2.890 2.8%0 -
Miscellaneous 3,480 2,189 2,189 -
Clerk 11.500 11,500 11,300 -
Rent, utilities and mainienance 36,300 36,985 38,050 1.065
Tregsurer 7.590 7,920 7,920
Sewer Billing 1.900 {167) {167) -
Qffice supplies 2,200 2,085 2,085 -
Paoyroll toxes 5,000 5,148 5,148 -
Insurance 16,000 15,249 15,249 -
Total general government 110,001 103,253 101,242 {1,991]
Public safety:
Planning 2,500 2,515 2,515 -
Zoning 4,500 7.506 7,506 -
Totol public safety 7.000 10.021 10,021 -
Public works:
Roads 102,624 120,487 122,095 1.608
Sewer 10 27,550 - [27.550)
Total public works 102,634 148,037 122,095 [25.%42)
Recreciion ond cultural:
Parks and recreaiion 5.000 4,024 4,025 I
Total charges to approeriations 224,635 265,335 237,403 [27.932)
Ending budgetary fund balance $ 113,534 % 117,982 $ 120,080 3 2,098

see accompanying notes to the basic financial statements. 22



VILLAGE OF ALANSON
Budgetary Comparison Schedule
Major Sireet Fund
For the Year Ended February 28, 2004

Budgeted Amounts variance with
Actual Final Budget
Original Fing! Amounts Over/{Under)
Beginning budgetary fund balance b 217 $ 217 $ 7,389 $ 7172
Resources {inflows):
State revenues 38.310 39,343 41,963 2,620
Interest 25 27 27 -
Other - 2,531 - (2,531}
Amounts ovailable for appropriations 38,552 42,118 49 379 7.261
Charges to appropriaiions {outflows);
Public works:
Construction 14,500 11,167 P1,167 -
Routine maintenance 3.500 1,404 2,652 1,248
Winter maintenance ~ - - -
Adminisiration 16.800 18,336 16,808 (1,528)
Other 3,535 11,185 11,185 -
Total charges to approprialions 38,335 42,092 41.812 {280}
Ending budgefary fund balance $ 217 % 26 3 7.567 $ 7.54)

See accomponying noigs to the basic financial statements, 23



VILLAGE OF ALANSON
Budgetary Comparison Scheduie
Local Street Fund
For the Year Ended February 28, 2004

Budgeted Amounis Variance with
Actual Final Budget
Original Final Amaunts Over/[Under)
Beginning budgetary fund balance $ 8,200 $ 8,300 % 11,990 $ 3,650
Resources {inflows):
State revenues 19.675 20,655 20,698 43
Interest 30 45 45 _
Other - - - -
Amounis available for appropriafions 28.005 29,000 32,733 3.733
Charges to appropriations (outflows):
Public works:
Routine maintenance 2,000 4,667 7.631 2,964
winter maintenance - - - -
Administraition - - - -
Other 10,705 12,907 9.943 ({2,964}
Totalcharges o appropriations 19,705 17,574 17.574
Ending budgetary fund balance 3 8,300 $ 11,426 $ 15,159 ¥ 3,733

see accompanying noles 16 the basic financial statemsents. 24



Hill + Schroderus & Co., LLP

Certified Public Accountants & Consultants

b

July 21, 2006

Village President and Council
Village of Alonson
Alanson, Michigan

In planning and performing our audit of the financial statements of the Vilage of Alanson for the
year ended February 28, 2004, we considered ifs internal conirol in order to determine our auditing
procedures for the purpose of expressing our epinion on the financial statements and not to provide
assurance on the internol conifrol. However, we noted certain matiers invoiving the infernai control
and ifs operation that we consider to be reportable conditions under standards established by the
American institule of Cerlified Public Accountants. Reporiable conditions involve matiers coming to
our attention relating o significant deliciencies ir the design or opergiion of the internal conirol
that. in owr judgment, could adversely atfect the Village of Alanson's ability o initicte, record,

process, and report financial data consisient with the assertions of management in the finoncial
statements.

Property Toxes — A need for improvement in the operation of internal controls for the collection of
property taxes was identified. During the cument fiscal year, some taxpayers were ideniified as
being delinquent in the payment of their property ioxes and were therefore submitted 1o Emmet
County for collection, It was determined thot not all of the taxpayers were aclually delinquent and
therefore monies were owed back 1o the County and 1o seme individua! taxpayers, The Villoge
Treasurer has worked with the County to identity the parcels offected and improved reconciiiation
procedures are expecied to be in place for the proceeding fiscal year,

A material weakness is a reportable conditionin which ihe design or operation of one or more of the
internal control components does not reduce to a relalively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be defecied within a fimely penod by employees in the normal
course of performing their assigned functions.

Our consideration of the internal control would not necessarly disciose all matters in the internal
conirol that might be reportabie conditions and, accordingly, would not necessarily disctose all
reportable conditions that are also considered fo be material weaknesses as defined abhove.
However, none of the reportable conditions described above is believed to be a material weakness.

This report is intended solely for the informafion and use of Village President ond Council and is not
intended 1o be and should not be used by anyone other than these specified parties.

k\A‘:‘S&\%\N\m& Cay .

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey. Michigan

923 Spring Street o PO Box 695 € Petoskey, M1 49770 © 231-347-4136 + Fax: 231-347-4147 E-mail: stafiname@hs-co.com





